
STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the pet i t ion

o f

Texas  Ins t ruments .  Inc .

fo r  Redeterminat ion  o f  a  Def ic iency  or  a  Rev is ion

of a Determinat ion or a Refund of

Corporat ion Franchise Tax

under Art . ic le 9-A of the Tax Law

for  the  Years  1 ,97 I  -  1973.

AFFIDAVIT OF I"IAIIING

State of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an employee
of the Department of Taxat ion and Finance, over 18 years of age, and that on the
27th  day  o f  June,  1980,  he  served the  w i th in  no t ice  o f  Dec is ion  by  cer t i f ied

mai l  upon Texas  fns t ruments ,  Inc . ,  the  pe t i t ioner  in  the  w i th in  p roceed ing ,  by
enc los ing  a  t rue  copy  Lhereof  in  a  secure ly  sea led  pos tpa id  rd rapper  addressed as
f o l l o w s :

Texas fnstruments,  Inc.
Mai l  Stat ion 4Og, pO Box 5474
Da l las ,  TX 75222

and by  depos i t ing  same enc losed in  a  pos tpa id

(pos t  o f f i ce  o r  o f f i c ia l  depos i to ry )  under  the

United States Postal  Service within the State

That deponent further says that the said

and that the address set forth on said wrapper

pet i t ioner .

Sworn to before me this

27 th  day  o f  June,  1980.

proper ly  addressed wrapper  in  a

exclusive care and custodv of the

of  New York .

addressee is  the  pe t i t ioner  here in

is the lasL known address of the



STATE OF  NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

Jlune 27, 1980

Texas Ins t ruments ,  Inc .
Mai l  S ta t ion  408,  P0 Box 5474
Dal las ,  TX 75222

Gent. lemen:

P lease take  no t ice  o f  the  Dec is ion  o f  the  Sta te  Tax  Commiss ion  enc losed
herewith.

You have now exhausted your r ight of  review at the administrat ive level.
Pursuant to sect ion(s) 1090 of the Tax Law, any proceeding in court  to review
an adverse decision by the St.ate Tax Commission can only be inst i tuted under
Art ic le 78 of the Civi l  Pract ice Laws and Rules, and must be commenced in the
Supreme Court of  the State of New York, Albany County, within 4 months from
the da te  o f  th is  no t ice .

Inquir ies concerning the computation of tax due or refund al lowed in
accordance wi th  th is  dec is ion may be addressed to:

NYS Dept .  Taxat ion and Finance
Depu ty  Commiss ione r  and  Counse l
A lbany ,  New York  12227
Phone # (518) 457-6240

Very truly yours,

STATE TAX COMMISSION

cc:  Pet i t ioner 's  Representa t ive

Tax ing  Bureau 's  Representa t ive



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Petit ion

o f

TEXAS INSTRUI4ENTS INCORPORATED

for  Redeterminat ion of  a  Def ic iency or
for  Refund of  Franchise Tax on Business
Corporations under Art icle 9-A of the
Tax Law for  the Calendar  Years L97L,
L972  and  1973 .

DECISION

Pet i t ioner ,  Texas Inst ruments Incorporated,  Mai l  Stat ion 408,

P .  O .  Box  5474 ,  Da I I as ,  Texas  75222 t  f i l ed  a  pe t i t i on  f o r  r ede te r -

minat ion of  a  def ic iency or  for  re fund of  f ranchise tax on business

corporations under Art icle 9-A of the Tax Law for the calendar years

L97 I  ,  L972  and  L973  (F i Ie  No .  16233)  .

A formal hearing was scheduled to be hel-d at the off ices of

the State Tax Commiss ion,  Bui ld ing #9,  State Campus,  Albany,  New

York r  on  June  1 -4 ,  1977 .  By  l e t t e r  da ted  Sep tember  ' 1  
,  1977 ,  W i l l i am B .

Kemp, Tax Counsel  for  pet i t ioner ,  not i f ied the State Tax Commiss ion

that petit ioner waived a formal hearing and agreed to have the case

submit ted to  the State Tax Commiss ion,  based on the ent i re  record

conta ined in  the f i le .  Thereaf ter  a  br ie f  was submit ted on behal f

o f  pe t i t i one r .

Af ter  due considerat ion of  the ent i re  record,  the State Tax

Commiss ion renders the fo l lowinq decis ion.
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ISSUES

I .  Whether the interest and dividends received by petit ioner

from certain aff i l iated corporations should be treated as income

from subsid iary  capi ta l .

I I .  Wtrether  cer ta in  af f i l ia ted corporat ions are "subsid iar ies"

of  pet i t ionerr  Ers the term "subsid iary"  is  def ined in  subdiv is ion 3,

sect ion 208,  Ar t ic le  9-A of  the Tax Law.

FINDINGS OF FACT

t .  Pet i t ioner ,  Texas Inst ruments,  Incorporated,  is  a  corpora-

t ion which was organized under the laws of the State of Maryland on

December  23 ,1938 .  I t  began  bus iness  i n  New Yo rk  S ta te  i n  1955 .

Petit ioner is engaged in the manufacture and sale of a variety of

electronic equipment and products throughout the world. The main

manufactur ing operat ions are carr ied on pr inc ipa l ly  in  Dal las,  Texas.

Petitioner has many subsidiary companies which are engaged in ttre

manufacture and sale. of electronic products in numerous foreign

countries. Petit ioner's activit ies within New York State during the

years in  issue consis ted of  mainta i .n ing sa les '  o f f ices in  Syracuse,

Endicot t ,  F ishk i . I l ,  Penf ie ld  and Rome.

2. Petit ioner f i led New York State corporation franchise tax

repor ts  under  Ar t ic le .  9-A for  the ca lendar  years 197I ,  1972 and 1973

on  Sep tember  16 ,  L972 ,  Sep tember  18 ,  L973  and  Sep tember  16 ,  L974 ,

respect ive l l l .  On Apr i l  2L,  L975,  pet i t ioner  executed a Consent

Extending the Period of Limi.tat ion of the Assessment of Tax under
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Ar t ic le  9-A for  the year  ending December 31,  I971r to September 15 '

Lg76.  On December J . :9 ,  Lg75,  the Corporat ion Tax Bureau issued

assessments of  f ranchise taxes agaj -nst  pet i t ioner ,  based on a f ie ld

audi t ,  ds fo l lows:

YEAR BASIC TAX TNTEREST TOTAL

197L
l-972
I97 3

$  6 ,388 .39
44 ,768 .76

7  , L84 .44

$1 ,437 .39
8 ,953 .75

933 .98

$  7  , 825 .78
53 ,722 .5 r

8 ,LLg .42

for the years inPet i t ioner  agreed to a por t ion of  the basic  taxes

issue and protested the balance as fo l lows:

Agreed to Port ion
of  Basic  Tax

Protested Por t ion
o f  Bas i c  Tax

L97r  $  6 ,010 .19  $  :78 .20
L972  44  ,537  .47  23L .29
r97  3  4  ,045  .25  3  ,264  .95

Petit ioner t imely f i led a petit ion with respect to the aforementioned

assessmen ts .

3.  In  each year ,  the corporat ion t reated in terest  and d iv idend

amounts from companies in which it  owns less than 504 of the number

of  shares of  s tock as income f rom subsid iary  capi ta l .  The Corpora-

t ion Tax Bureau reversed such treatment.

4. The companies making the payments during the years in issue

were Texas Inst ruments Taiwan,  Ltd. ,  GSI  de Mexico SA de CV and

Geophysical Intercontinental, Ltd. GSI d.e Mexico SA de CV and

Geophysica l  In tercont inenta l ,  L td.  are both owned by Geophysica l

Serv ice fn ternat ional  S.A. ,  a  Panamanian corporat ion owned 1008 by

pet i t ioner .  Texas fnst ruments Taiwan,  Ltd. rs  shares of  s tock are

he ld  as  fo l l ows :
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(a)  Texas Inst ruments Hol land B.V.  (a  whol ly-owned subsid iary
o f  pe t i t i one r )  ho lds  100 ,000  sha res .

Pe t i t i one r  ho lds  99  ,995  sha res .

F ive (5)  shares are held by f ive (5)  ind iv iduals  as
nominees for  pet i t ioner ,  to  sat is fy  a s tatutory
requirement in Taiwan.

5.  Subdiv is ion 3 of  sect ion 208 of  the Tax Law states that  the

term "subsidiary" means

"a corporation of which over f i f ty per centum of the number
of  shares of  s tock ent i t l ing the holders thereof  to  vote for
the e lect ion of  d i rectors or  t rustees is  owned by the taxpayer . "

Petit ioner contends that the aff i l iated companies more ful ly set

for th  in  F ind ing of  Fact  "4" ,  supra,  should be t reated as "subsid iary"

corporat ions,  s ince pet i t ioner  has ind i rect  ownership and contro l  o f  them.

CONCLUSIONS OF LAW

( b )

( c )

A. That  pet i t ioner ,  Texas Inst ruments,  Incorporated,

own over f i f ty per centum of the shares of stock of Texas

Taiwan,  Ltd.  dur ing the years in  issue.

B.  That  pet i t ioner ,  Texas Inst ruments,  Incorporated,

own over f i f ty per centum of the shares of stock of GSI de

SA de CV and Geophysical fntercontinental, Ltd. during the

i ssue .

d id  no t

Instruments

d id  no t

Mexico

years in

C.  That  GSI  de Mexico SA de CV,  Geophysica l  In tercont inenta l ,

L td.  and Texas Inst ruments Taiwan,  Ltd.  were not  subsid iar ies of

pet i t ioner ,  Texas Inst ruments,  Incorporated,  dur ing the years in
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i ssue,  wi th in  the in tent  and meaning of  the term "subsid iary"  as

def ined in  subdiv is ion 3,  sect ion 208,  Ar t ic le  9-A of  the Tax Law.

D. That the Corporation Tax Bureau correctly disal lowed the

interest  and d iv idends received by pet i t ioner  dur ing the years in

issue f rom the af f i l ia ted corporat ions more fu l1y descr ibed in

F ind ing  o f  Fac t  " 4 " ,  sup ra .

E.  That  the pet i t ion of

I97 I ,  L972  and  L973  i s  he reby

added unti l  the entire amount

DATED: Albany, New York

JUN 2? tw

Texas Inst ruments,  Incorporated,  fo t

denied.  Statutory  in terest  shal1 be

due  i s  pa id .

STATE TAX COMMISSION

COMMISSIONER


